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2. PSA Components

The  PSA Ra te  MH cons is t of three  components  de s igned to provide  for the  re cove ry of a ctua l,
prudently incurred fue l and purchased power costs . Those  components  a re :

The old PSA used historica l, experienced costs  to se t a  PSA ra te , and then reconciled subsequent
colle ctions  the re unde r to a ctua l cos ts , s ubje ct to a  numbe r of guide line s  a nd limita tions . By
contra s t, the  P S A de s cribe d in this  P la n of Adminis tra tion ("P OA") us e s  a  forwa rd-looking
e s tima te  of fue l a nd purcha se d powe r cos ts  to se t a  ra te  tha t is  the n re concile d to a ctua l cos ts
experienced. This  PSA re ta ins  the  90/10 sharing mechanism from the  old PSA under which APS
a bsorbs  10 pe rce nt of the  de via tions  be twe e n a ctua l fue l a nd purcha se d powe r cos ts  a nd the
amount re cove red through ba se  ra te s . The  demand component of long-te rm purchased power
agreements  (dura tion of three  yea rs  or longe r) acquired via  a  compe titive  procurement process
and renewable  energy costs  not recovered through other mechanisms are  exempt from the  90/10
s ha ring. This  P S A include s  a  limit of $0.004 pe r kilowa tt-hour (kph) on the  a mount the  P S A
ra te  ma y cha nge  in a ny one  ye a r. This  P S A de fine s  the  me thod for the  re fund or colle ction of
ba la nce s  a ccrue d unde r the  old P S A, prior to its  re pla ce me nt by this  P S A. This  P S A a ls o
provide s  a  me cha nis m for mid-ye a r ra te  a djus tme nt in  the  e ve nt tha t conditions  cha nge
sufficiently to cause  extraordinarily high ba lances  to accrue  under applica tion of this  PSA.

This  docume nt de scribe s  the  pla n for a dminis te ring the  P owe r S upply Adjus tme nt me cha nism
("PSA") approved for Arizona  Public Se rvice  Company ("APS") by the  Commiss ion on June  28,
2007 in De cis ion No. 69663. This  P S A re pla ce s  the  P owe r S upply Adjus tme nt me cha nis m
approved in Decis ion No. 67744 ("the  old PSA"). The  PSA provides  for the  recove ry of fue l and
purchased power costs , to the  extent tha t actua l fue l and purchased power costs  devia te  from the
amount recove red through APS ' Base  Cos t of Fue l and Purchased Power ($0.032491 pe r kph)
authorized in Decis ion No. 69663, from July 1, 2007 onward.

1. General Description

Arizona Corporation Commission
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The Forward Component is  intended to re fund or recover the  diffe rence  be tween: (1) the  fue l and
purchased power costs  embedded in base  ra tes  and (2) the  forecasted fue l and purchased power
costs  over a  PSA Year tha t begins  on February 1 and ends  on the  ensuing January 31. APS will
s ubmit, on or be fore  S e pte mbe r 30 of e a ch ye a r, a  fore ca s t for the  upcoming ca le nda r ye a r
(Janua ry 1-December 31) of its  fue l and purchased power cos ts . It will a lso submit a  forecas t of
kph sa les  for the  same ca lendar year, and divide  the  forecas ted costs  by the  forecas ted sa les  to

The  re s ult of
subtracting the  Base  Cost of Fue l and Purchased Power from this  unit ra te  sha ll be  the  Forward
Component. The  Forward Component for the  firs t PSA Year is  ze ro.

On or be fore  September 30 of each yea r, APS will submit a  PSA Ra te  filing, which sha ll include
a  propos e d ca lcula tion  of the  thre e  compone nts  of the  P S A Ra te . Th is  filin g  s h a ll b e
a ccompa nie d by s uch s upporting informa tion a s  S ta ff de te rmine s  to be  re quire d. AP S  will
supplement this  filing with His torica l Component and Trans ition Component filings  on or be fore
December 31 in order to replace  estimated balances with actual balances, as expla ined below.

Arizona Corporation Commission
Docket N0. E-01345A-05-0816

Except for the  initia l year, a  PSA Year begins on February 1 and ends on the  ensuing January 31.
The  firs t PSA Yea r in which the  new PSA ra te  sha ll apply begins  on July 1, 2007, and ends  on
January 31, 2008. Succeeding PSA Years  will begin on each February 1 thereafte r.

APS sha ll mainta in and report monthly the  ba lances  in a  Forward Component Tracking Account,
which will re cord APS ' ove r/unde r-re cove ry of its  a ctua l cos ts  of fue l a nd purcha se d powe r a s
compa re d to the  a ctua l Ba s e  Cos t of Fue l a nd P urcha s e d P owe r re ve nue . The  ove r/unde r-
re cove ry of cos ts  is  divide d into two se pa ra te  ca lcula tions  to a llow die  a pplica tion of the  90/10
sharing mechanism on those  costs  to which it applies . The  ba lance  ca lcula ted as  a  result of these
s te ps  is  the n re duce d by die  curre nt month's  colle ction of Forwa rd Compone nt re ve nue . This
a ccount will ope ra te  on a  P S A Ye a r ba s is  (i.e ., Fe brua ry to J a nua ry), a nd its  ba la nce s  will be
used to adminis te r this  PSA's  His torica l Component, which is  described immedia te ly be low.

1. The  Forward Component, which recove rs  or re funds  diffe rences  be tween expected PSA
Year (each Februa ry 1 through Janua ry 31 pe riod sha ll cons titute  a  PSA Yea r) fue l and
purchased power costs and those embedded in base rates.

2. The  His torica l Compone nt, which tra cks  the  diffe re nce s  be twe e n the  P S A Ye a r's  a ctua l
fue l a nd purcha se d powe r cos ts  a nd those  re cove re d through the  combina tion of ba se
ra te s  and the  Forward Component, and which provides  for the ir recovery during the  next
P S A Ye a r.

3. The  Tra ns ition Compone nt, which provide s  for:
a . The  opportunity to  s e e k a  mid-ye a r cha nge  in  the  P S A ra te  in  ca s e s  whe re

variances  be tween the  anticipa ted recovery of iire l and purchased power costs  for
the  PSA Yea r unde r the  combina tion of ba se  ra te s  and the  Forward Component
be come  so la rge  a s  to wa rra nt re cove ry, should the  Commiss ion de e m such a n
adjustment to be  appropria te .

b .  Th e  tra ckin g  o f b a la n ce s  re s u ltin g  fro m th e  a p p lica tio n  o f th e  Tra n s itio n
Compone nts , in orde r to provide  a  ba s is  for the  re fund or re cove ry of a ny such
balances.

a. Forward Component Description

W »
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Ea ch a nnua l S e pte mbe r 30 AP S  filing will include  a n a ccumula tion of Forwa rd Compone nt
Tra cking Account ba la nce s  a nd His torica l Compone nt Tra cking Account ba la nce s  for the
pre ce ding Fe brua ry through Augus t a nd a n e s tima te  of the  ba la nce s  for S e pte mbe r through
Ja nua ry (the  re ma ining five  months  of the  curre nt P S A Ye a r). The  AP S  filing sha ll use  the se
ba la nce s  to ca lcula te  a  pre limina ry His torica l Compone nt for the  coming P S A Ye a r'. On or
be fore  De ce mbe r 31, AP S  will s ubmit a  s upple me nta l filing tha t re ca lcula te s  the  pre limina ry
His torica l Compone nt. This  re ca lcula tion sha ll re pla ce  e s tima te d monthly ba la nce s  with those
actual monthly balances tha t have  become available  since  the  September 30 filing.

Arizona Corporation Commission
Docket N0. E-01345A-05-0816

The  S e pte mbe r 30 tiling's  us e  of e s tima te d ba la nce s  for S e pte mbe r through J a nua ry (with
supporting workpa pe rs ) is  re quire d to a llow the  PSA re vie w proce ss  to be gin in a  wa y tha t will
s upport its  comple tion a nd a  Commis s ion de cis ion, if ne ce s s a ry, prior to Fe brua ry l. The
De ce mbe r 31 upda ting will a llow for the  use  of the  mos t curre nt ba la nce  informa tion a va ila ble
prior to die  time  whe n a  Commis s ion de cis ion, if ne ce s s a ry, is  e xpe cte d. In a ddition to the
De ce mbe r 31  upda te  tiling , AP S  month ly filings  (fo r the  months  o f S e p te mbe r th rough
De ce mbe r) of Forwa rd Compone nt Tra cking Account ba la nce  informa tion a nd His torica l
Compone nt Tra cking Account ba la nce  informa tion will include  a  re ca lcula tion (re pla cing
e s tima te d ba la nce s  with a ctua l ba la nce s  a s  the y be come  known) of the  proje cte d His torica l
Component unit ra te  required for the  next PSA Year.2

AP S  s ha ll ma inta in  a nd re port monthly the  ba la nce s  in  a  His torica l Compone nt Tra cking
Account, which  will re fle ct month ly co lle ctions  unde r the  His torica l Compone nt a nd  the
amounts  approved for use  in ca lcula ting the  His torica l Component.

The  His torica l Component in any current PSA Year is  intended to re fund or recover the  ba lances
a ccumula te d in the  Forwa rd Compone nt Tra cking Account (de s cribe d a bove ) a nd His torica l
Compone nt Tra cldng Account (de scribe d be low) during the  imme dia te ly pre ce ding P S A Ye a r.
The  sum of the  projected Forward Component Tracking Account ba lance  on Janua ry 31 of the
following ca le nda r ye a r a nd the  proje cte d His torica l Compone nt Tra cking Account ba la nce  on
January 31 of the  following ca lenda r yea r is  divided by the  forecas ted kph sa le s  used to se t the
Forwa rd Compone nt for the  coming P S A Ye a r. Tha t re sult compris e s  the  propose d His torica l
Component for the  coming PSA yea r. The  His torica l Component for the  firs t PSA yea r is  ze ro.

The  His torica l Compone nt Tra cking Account will me a s ure  the  cha nge s  e a ch month in the
His torica l Component ba lance  used to e s tablish the  current His torica l Component a s  a  re sult of
colle ctions  unde r the  His torica l Compone nt in e ffe ct. It will s ubtra ct e a ch month's  His torica l
Compone nt colle ctions  from the  His torica l Compone nt ba la nce . The  His torica l Compone nt
Account will a lso include  Applica ble  Inte re s t on a ny ba la nce s . AP S  sha ll file  the  a mounts  a nd
supporting ca lcula tions and workpapers  for this  account each month.

1 For example, the September 30, 2008 filing would include actual balances for February through August of 2008
and estimated balances for September 2008 through January 2009.

2 This updating to replace estimated with actual information will allow for the Commission to use the latest
available balance information in determining what Historical Component is appropriate to establish for the coming
PSA Year.

b. His torica l Component Des c rip tion
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c. Transition Component Description

The  Tra ns ition Compone nt will be  use d a s  the  me thod for incorpora ting a ny future , a pprove d
mid-yea r changes  to the  PSA ra te . APS , S ta ff, or the  Commiss ion on its  own motion re ta in the
ability to reques t a t any time  a  change  in the  PSA ra te  through an adjus tment to the  Trans ition
Component to address  a  s ignificant imba lance  be tween anticipa ted collections  and cos ts  for the
PSA Year under the  Forward Component e lement of this  PSA. Afte r the  review of such reques t,
the  Commiss ion may provide  for the  re fund or colle ction of such ba lance  (through a  change  to
the  Transition Component Ba lance) over such period as  the  Commission de tennines  appropria te

A Tra ns ition  Compone nt Tra cking Account will me a s ure  the  cha nge s  e a ch month  in  the
Trans ition Component ba lance . APS , S ta ff; or the  Commiss ion on its  own motion may reques t
tha t the  ba lance  in any Trans ition Component Tracking Account a t the  end of the  pe riod se t for
re cove ry be  include d in the  e s ta blis hme nt of the  Tra ns ition Compone nt for the  coming P S A
Ye a r.

The  Tra ns ition Compone nt Account will a lso include  Applica ble  Inte re s t a s  de te rmine d by the
Commiss ion. AP S  sha ll tile  the  a mounts  a nd supporting ca lcula tions  a nd workpa pe rs  for this
account each month.

As  it mus t do for the  His torica l Compone nt tiling, AP S  sha ll tile  on or be fore  S e pte mbe r 30 of
e a ch ye a r a n  a ccumula tion of Tra ns ition Compone nt Tra cldng Account ba la nce s  for the
pre ce ding Fe brua ry through Augus t a nd a n e s tima te  of the  ba la nce s  for S e pte mbe r through
Janua ry (the  rema ining five  months  of the  prior PSA Yea r). Those  ba lances  will form the  ba s is
for s e tting the  pre limina ry Tra ns ition Compone nt for the  coming P S A Ye a r. On or be fore
De ce mbe r 31, AP S  will s ubmit a  s upple me nta l tiling to  upda te  the  Tra ns ition Compone nt
ca lcula tion in the  same manner as  required for the  Historica l Component.

d . Old  PSA Ra tes

In Decis ion No. 69663, the  Commiss ion found tha t ce rta in cos ts  should be  recove red unde r the
old PSA method. Those  cos ts  a re  the  following:

1. $110 million of ca le nda r ye a r 2006 unre cove re d cos ts  curre ntly be ing colle cte d
through a  $0.003987 pe r kph Annua l Adjus tor ra te  which took e ffe ct Fe brua ry 1,
2007;

2. $46 million of ca lendar yea r 2007 unrecovered cos ts , re la ted to the  implementa tion of
APS' new Base Fuel and Purchased Power a t mid-year 2007, which are  to be  added to
the  .Tune  30, 2007 ba la nce  in ite m l a bove  a nd a re  to be  re cove re d through the
extension of the  adjustor ra te  in item 1. above until such costs  are  collected, and

3. $34 million of ca le nda r ye a r 2005 unre cove re d cos ts  re la te d to outa ge s  a t the  P a lo
Verde  Nuclea r Genera ting S ta tion to be recovered through a  surcharge  of $0.001176
p e r kp h  fro m J u ly 1 ,  2 0 0 7  th ro u g h  J u n e  3 0 ,  2 0 0 8  o r u n til th e  $ 3 4  millio n  is
collected, whichever is  sooner.
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These  ra te s  a re  not included in the  applica tion of the  $0.004 pe r kph limit on annua l changes  in
the  PSA ra te

3. Calculation of the PSA Rate

The  P S A ra te  is  the  s um of the  th re e  compone n ts , i.e ., Forwa rd Compone nt, His torica l
Component, and Transition Component. The  PSA ra te  sha ll be  applied to cus tomer bills . Unless
the  Commiss ion has  othe rwise  acted on a  new PSA ra te  by Februa ry 1, the  proposed PSA ra te
(a s  a me nde d by the  upda te d De ce mbe r 31 filing) sha ll go into e ffe ct. Howe ve r, the  P S A ra te
may not change  from the  prior yea r's  PSA ra te  by more  than plus  or minus  $0.004 pe r kph. The
PSA ra te  sha ll be  applicable  to APS ' re ta il e lectric ra te  schedules  (with the  exception of Sola r-1
Sola r-2, SP-1, E-3, E-4, E-36, Direct Access  se rvice  and any othe r ra te  tha t is  exempt Hom the
P S A) a nd is  a djus te d a nnua lly. The  P S A Ra te  s ha ll be  a pplie d to the  cus tome r's  bill a s  a
monthly kph charge  tha t is  the  same for a ll cus tomer classes

The  P S A ra te  s ha ll be  re s e t on Fe brua ry 1 of e a ch ye a r, a nd s ha ll be  e ffe ctive  with the  firs t
February billing cycle  unless  suspended by the  Commission. It is  not prora ted

4. Filing and Procedural Deadlines

a. September 30 Filing

APS sha ll file  the  PSA ra te  with a ll Compone nt ca lcula tions  for the  PSA ye a r be ginning on the
next Februa ry 1, including a ll supporting da ta , with the  Commiss ion on or be fore  September 30
of each year. Tha t ca lcula tion sha ll use  a  forecast of kph sa les  and of fue l and purchased power
cos ts  for the  coming ca le nda r ye a r, with a ll inputs  a nd a s s umptions  be ing the  mos t curre nt
a va ila ble  for the  Forwa rd Compone nt. The  filing will a ls o include  the  His torica l Compone nt
ca lcula tion  for the  ye a r be ginning on  the  ne xt Fe brua ry l, with  a ll s upporting  da ta . Tha t
ca lcula tion sha ll use  the  sa me  fore ca s t of s a le s  use d for the  Forwa rd Compone nt ca lcula tion
The  Transition Component filing sha ll a lso include  a  proposed method for address ing the  over or
unde r re cove ry of a ny Tra ns ition Compone nt ba la nce s  tha t re s ult from cha nge s  in the  s a le s
forecas ts  or recovery pe riods  se t or any additions  to or subtractions  from Trans ition Component
ba lances  reviewed or approved by the  Commission s ince  the  las t February l rese tting of the  new

b. December 31 Filing

APS sha ll by December 31 upda te  the  September 30 filing. This  upda te  sha ll replace  e s tima ted
Forwa rd Compone nt Tra cking Account ba la nce s , the  His torica l Compone nt Tra cking Account
ba la nce s , a nd the  Tra ns ition Compone nt Tra cking Account ba la nce s  with a ctua l ba la nce s  a nd
with more  current es timates  for those  months  (December and January) for which actua l da ta  a re

This  method as sumes  tha t the Commiss ion defers  the recovery of any approved Trans ition Component Ba lance
changes  until the next Februa ry 1 PSA res etting. The Coimnis s ion may a ls o, a s  pa rt of the approva l of any s uch
Transition Component Balance change, make a  PSA change effective on dates  and across  periods as  it determines to
be appropriate when it approves  such a  Transition Component Balance change
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not ava ilable . Unle ss  the  Commiss ion has  othe rwise  acted on the  APS  ca lcula tion by Februa ry
l, the  PSA ra te  proposed by APS sha ll go into e ffect with the  firs t Februa ry billing cycle

c . Additiona l Filings

APS  sha ll a lso file  with the  Commiss ion a ny a dditiona l informa tion tha t the  S ta ff de te rmine s  it
requires  to verify the  component ca lcula tions, account ba lances, and any other matter pertinent to
the  PSA

d. Review Proces s

The  Commiss ion S ta ff and inte res ted pa rtie s  sha ll have  an opportunity to review the  September
30 a nd De ce mbe r 31 fore ca s t, ba la nce s , a nd supporting da ta  on which the  ca lcula tions  of the
three  PSA components  have  been based. Any objections  to the  September 30 ca lcula tions  sha ll
be  tile d within 45 da ys  of the  AP S  filing. Any obje ctions  to the  De ce mbe r 31 ca lcula tions  sha ll
be  file d within 15 da ys  of the  APS  tiling

5. Verification and Audit

The  a mounts  cha rge d through the  P S A s ha ll be  s ubje ct to  pe riodic a udit to  a s s ure  the ir
comple teness  and accuracy and to assure  tha t a ll fue l and purchased power costs  were  incurred
reasonably and prudently. The  Commiss ion may, a fte r notice  and opportunity for hea ring, make
such adjus tments  to exis ting ba lances  or to a lready recove red amounts  a s  it finds  necessa ry to
correct any accounting or ca lcula tion e rrors  or to address  any costs  found to be  unreasonable  or
imprudent. Such adjus tments , with appropria te  inte re s t, sha ll be  recove red or re funded through
the  Transition Component

6. Definitions

Applicable  Inte re s t - Based on one-yea r Nomina l Treasury Constant Maturitie s  ra te  conta ined in
the  Fede ra l Rese rve  S ta tis tica l Re lea se  H-l5. The  inte re s t ra te  is  adjus ted annua lly on the  firs t
business day of the calendar year

Base  Cost of Fue l and Purchased Power - An a mount ge ne ra lly e xpre s s e d a s  a  ra te  pe r kph
which reflects  the  fue l and purchased power cost embedded in the  base  ra tes  as  approved by the
Commis s ion in AP S ' mos t re ce nt ra te  ca s e . The  Ba s e  Cos t of Fue l a nd P urcha s e d P owe r
re ve nue  is  the  a pprove d ra te  pe r kph time s  the  a pplica ble  sa le s  volume s . De cis ion No. 69633
se t the  base  cost a t $0.03249l per kph e ffective  on July 1, 2007

Forward Component - An amount gene ra lly expressed a s  a  ra te  pe r kph cha rge  tha t is  upda ted
a nnua lly on Fe brua ry 1 of e a ch ye a r a nd e ffe ctive  with the  firs t billing cycle  in Fe brua ry. The
Forward Component for the  PSA Year will adjus t for the  diffe rence  be tween the  forecas ted fue l
and purchased power costs  genera lly expressed as a  ra te  per kph less  the  Base  Cost of Fuel and
P urcha s e d P owe r ge ne ra lly e xpre s s e d a s  a  ra te  pe r kph e mbe dde d in AP S ' ba s e  ra te s . The

No reference in this  plan to effectiveness  in the absence of Commiss ion action sha ll be interpreted as  precluding
the normal applica tion of the balance reconcilia tion provis ions  genera lly es tablished for the new PSA
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re sult of this  ca lcula tion will e qua l the  Forwa rd Compone nt, ge ne ra lly e xpre sse d a s  a  ra te  pe r
k p h

. R 9 1 > < J l < n 4 4 4 4 L 4

Forwa rd Compone nt Tra cking Account - An a ccount tha t re cords  on a  monthly ba s is  AP S '
ove r/unde r-recove ry of its  a ctua l cos ts  of fue l and purchased power a s  compared to the  actua l
Ba s e  Cos t of Fue l a nd P urcha s e d P owe r re ve nue  a nd Forwa rd Compone nt re ve nue , plus
Applica ble  Inte re s t. The  ba la nce  of this  a ccount a s  of the  e nd of e a ch PSA Ye a r is , subje ct to
pe riodic a udit, re fle cte d in the  ne xt His torica l Compone nt ca lcula tion. AP S  file s  the  ba la nce s
and supporting de ta ils  underlying this  Account with the  Commiss ion on a  monthly bas is .

His torica l Compone nt - An amount genera lly expressed as  a  ra te  pe r kph charge  tha t is  upda ted
annua lly on Februa ry 1 of e ach yea r and e ffective  with the  firs t billing cycle  in Februa ry unle ss
suspended by the  Commission. The  purpose  of this  charge  is  to provide  for a  true-up mechanism
to reconcile  any over or under-recovered amounts  from the  preceding PSA Year tracking account
ba lances to be  re funded/collected from customers in the  coming year's  PSA ra te .

His torica l Compone nt Tra cking Account - An a ccount tha t re cords  on a  monthly ba s is  the
a ccount ba la nce  to be  colle cte d via  the  His torica l Compone nt ra te  a s  compa re d to the  a ctua l
His torica l Component revenues , plus  Applicable  Inte res t, the  ba lance  of which a t the  close  of the
preceding PSA Year is , subj e t to pe riodic audit, then re flected in the  next His torica l Component
ca lcula tion. AP S  file s  the  ba la nce s  a nd s upporting de ta ils  unde rlying this  Account with the
Commission on a  monthly basis .

IS FS I -Costs  a ssocia ted with the  Independent Spent Fue l S torage  Ins ta lla tion tha t s tores  spent
nuclea r fue l.

Ma rk-to-Ma rke t Accounting - Re cording the  va lue  of qua lifying commodity contra cts  to re fle ct
the ir current marke t va lue  re la tive  to the ir actua l cos t.

Na tive  Loa d -. Na tive  load includes  cus tomer load in the  APS control a rea  for which APS has  a
genera tion service  obliga tion and PacifiCorp Supplementa l Sa les .

PacifiCorp Supplementa l Sa les - The  Pa cifiCorp Supple me nta l Sa le s  a gre e me nt is  a  long-te nn
contract Hom 1990, which require s  APS to offe r a  ce rta in amount of ene rgy to PacifiCorp each
year. It is  a  compone nt of the  s e t of a gre e me nts  tha t le d  to  the  s a le  of Cholla  Unit 4  to
PacifiCorp and the  establishment of the  seasonal divers ity exchange  with PacifiCorp.

Old P S A - The  Power Supply Adjus tment mechanism approved in Decis ion No. 67744 to track
changes in the  APS cost of obta ining fuel and purchased power

This  P S A - The  Power Supply Adjus tment mechanism approved by the  Commiss ion in Decis ion
No. 69633, which is  a  combina tion of thre e  ra te  compone nts  tha t tra ck cha nge s  in the  cos t of
obta ining powe r supplie s  ba se d upon forwa rd-looking e s tima te s  of fue l a nd purcha se d powe r
cos ts  tha t a re  eventua lly reconciled to actua l cos ts  expe rienced. This  PSA a lso provides  for the
tra ns ition from the  prior P S A to this  P S A, a llows  for s pe cia l Commis s ion cons ide ra tion of
extreme  vola tility in cos ts  or recovery by means  of a  mid-yea r ra te  correction, and provides  for a
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reconciliation between actual and estimated costs of the last two months of estimated costs used
in Historical Component calculations.

PSA Yea r - A consecutive  12-month period genera lly beginning each February 1.

P S A Ye a r One -- A pe riod de te rmine d by the  Commis s ion in De cis ion No. 69633 to be gin on
July 1, 2007 and end on January 31, 2008.

Preference Power - Power a lloca ted to APS wholesa le  customers by federa l power agencies  such
as  the  Weste rn Area  Power Adminis tra tion.

System Book Fuel and Purchased Power Costs - The  cos ts  recorded for the  fue l and purchased
powe r use d by APS  to se rve  both Na tive  Loa d a nd off-sys te m sa le s , le s s  the  cos ts  a ssocia te d
with a pplica ble  s pe cia l contra cts , E-36, RCDAC-l, IS FS I, a nd Ma rk-to-Ma rke t Accounting
adjus tments . Whee ling cos ts  a re  included, broke r fee s  a re  included up to the  leve l in the  Base
Cost of Fuel and Purchased Power authorized in Decision No. 69633.

System Book Off-System Sales Revenue - The  revenue  recorded from sa les  made  to non-Native
Load cus tomers , for the  purpose  of optimizing the  APS sys tem, us ing APS-owned or contracted
genera tion and purchased power, less  Mark-to-Market Accounting adjustments .

Traditiona l Sa les-for-Resa le - The  portion of load from Na tive  Load whole sa le  cus tomers  tha t is
served by APS, excluding the  load served with Preference  Power.

Tra ns ition Compone nt - An amount genera lly expressed as  a  ra te  pe r kph cha rge  to be  applied
when necessary to provide  for s ignificant changes be tween estimated and actua l costs  under the
Forward Component.

Tra ns ition Compone nt Tra cking Account - An a ccount tha t re cords  on a  monthly ba s is  the
a ccount ba la nce  to be  colle cte d via  the  Tra ns ition Compone nt a s  compa re d to the  a ctua l
Transition Component revenues, plus  applicable  inte rest, the  ba lance  of which upon Commission
cons ide ra tion may then be  re flected in the  next Trans ition Component ca lcula tion. APS file s  the
ba la nce s  a nd s upporting de ta ils  unde rlying this  Account with the  Commis s ion on a  monthly
bas is .

Whee ling Cos ts  (FERC Account 565, Transmiss ion of Electricity by Othe rs ) - Amounts  pa ya ble
to others  for the  transmiss ion of APS ' e lectricity over transmiss ion facilitie s  owned by others .

7. Schedules

Samples  of the  following schedules  a re  a ttached to this  P lan of Adminis tra tion

S che dule  1
S che dule  2
S chedule  3

S che dule  4

Power Supply Adjus tment (PSA) Ra te  Ca lcula tion Effective  February 1, 2008
PSA Forward Component Ra te  Ca lcula tion Effective  Februa ry l, 2008
2007 P S A Ye a r Forwa rd Compone nt Tra cking Account (in e ffe ct July 1, 2007
January 31, 2008)
PSA His torica l Component Ra te  Ca lcula tion Effective  July 1, 2007
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Schedule 6
Schedule 7
Schedule 8
Schedule 9
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His torica l Compone nt Tra cking Account (in e ffe ct Fe brua ry 1, 2008-Ja nua ry 31,
2009)
PSA Trans ition Component Ra te  Ca lcula tion
P S A Tra ns ition Tra cking Account (in e ffe ct XX 1, 20XX-XX 31, ZOXX)
Old PSA Annua l Adjus tor Account
Old PSA Step 2 Surcharge  Tracking Account
2007 Old PSA Tracking Account

8. Compliance Reports

AP S  sha ll provide  monthly re ports  to S ta ffs  Complia nce  S e ction a nd to the  Re s ide ntia l Utility
Cons ume r Office  de ta iling a ll ca lcula tions  re la te d to the  P S A. An AP S  P rincipa l Office r, a s
lis te d in the  Compa ny's  a nnua l re port file d with the  Commiss ion's  Corpora tions  Divis ion, sha ll
ce rtify under oa th tha t a ll information provided in the  reports  itemized be low is  true  and accura te
to the  be s t of his  or he r informa tion a nd be lie f. The s e  monthly re ports  s ha ll be  due  within 30
days of the  end of the  reporting period.

The  publicly ava ilable  reports  will include  a t a  minimum:

1. The  P S A Ra te  Ca lcula tion (S che dule  l), Forwa rd Compone nt, His torica l Compone nt,
a nd Tra ns ition Compone nt Ca lcula tions  (S che dule s  2 , 4 , a nd 6), Annua l Forwa rd
Compone nt, His torica l Compone nt, a nd Tra ns ition  Compone nt Tra cking Account
Ba la nce s  (S che dule s  3, 5, a nd 7). Additiona l informa tion will provide  othe r re la tive
inputs and outputs such as:

a . Tota l power and fue l cos ts .
b. Customer sa les  in both MWh and thousands of dolla rs  by customer class .
c. Number of cus tomers  by cus tomer class .
d. A de ta iled lis ting of a ll items  excluded from the  PSA ca lcula tions .
e . A de ta iled lis ting of any adjus tments  to the  adjus tor reports .
t Tota l off-sys te m sa le s  re ve nue s .
g. S ys te m los se s  in MW a nd Mwh.
h. Monthly ma ximum re ta il de ma nd in MW

2. Identifica tion of a  contact pe rson and phone  number from APS for ques tions

APS sha ll provide  to Commiss ion S ta ff monthly reports  conta ining the  informa tion lis ted be low
The s e  re ports  s ha ll be  due  within 30 da ys  of the  e nd of the  re porting pe riod. All of the s e
additiona l reports  will be  provided confidentia lly

A. Informa tion for e ach gene ra ting unit sha ll include  the  following items
l. Ne t ge ne ra tion, in MWh pe r month, a nd 12 months  cumula tive ly
2. Average  hea t ra te , both monthly and 12-month average
3. Equiva lent forced-outage  ra te , both monthly and 12-month average
4. Outa ge  informa tion for e a ch month including, but not limite d to, e ve nt type , s ta rt da te

and time, end date  and time, and a  description
5. Tota l fue l cos ts  pe r month
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...1.

6 The  fue l cos t pe r kph pe r month

B. Informa tion on powe r purcha se s  sha ll include  the  following ite ms  pe r s e lle r (informa tion on
economy interchange purchases maybe aggregated) :

1. The  qua ntity purcha s e d in Mwh.
2. The  demand purchased in MW to the  extent specified in the  contract.
3. The  tota l cos t for demand to the  extent specified in the  contract.
4. The  tota l cos t of e ne rgy.

Informa tion on off-sys tem sa le s  sha ll include  the  following items:
1. An itemiza tion of off-sys tem sa le s  margins  pe r buye r.
2. De ta ils  on nega tive  off-sys tem sa le s  margins .

D. Fue l purcha se  informa tion sha ll include  the  following ite ms :
l.  Na tu ra l ga s  in te rs ta te  p ipe line  cos ts ,  ite mize d  by p ipe line  a nd  by ind ividua l cos t

components, such as reservation charge, usage, surcharges and fuel.
2. Na tura l ga s  commodity cos ts , ca te gorize d by short-te rm purcha se s  (one  month or le s s )

a nd longe r te rm purcha s e s , including price  pe r the rm, tota l cos t, s upply ba s in, a nd
volume  by contract.

E. AP S  will a ls o provide :
1. Monthly proje ctions  for the  ne xt 12-month pe riod s howing e s tima te d (Ove r)/unde r-

collected amounts .
2. A summary of unplanned outage  costs  by resource  type .
3. The  da ta  ne ce s sa ry to a rrive  a t the  S ys te m a nd Off-S ys te m Book Fue l a nd P urcha se d

Power cos t re flected in the  non-confidentia l filing.
4. The  da ta  necessa ry to a rrive  a t the  Na tive  Load Ene rgy Sa le s  MWh re flected in the  non-

confide ntia l filing

Work pa pe rs  a nd othe r docume nts  tha t conta in proprie ta ry or confide ntia l informa tion will be
provide d to the  Commis s ion S ta ff unde r a n a ppropria te  confide ntia lity a gre e me nt. AP S  will
ke e p fue l a nd purcha se d powe r invoice s  a nd contra cts  a va ila ble  for Commiss ion re vie w. The
Commis s ion  ha s  the  right to  re vie w the  prude nce  of fue l a nd powe r purcha s e s  a nd a ny
ca lcula tions  a ssocia ted with the  PSA a t any time . Any cos ts  flowed through the  PSA a re  subj e t
to re fund, if those  costs  a re  found to be  imprudently incurred

9. Allowable Costs

a. Accounts

The  a llowable  PSA cos ts  include  fue l and purchased power cos ts  incurred to provide  se rvice  to
re ta il cus tomers . Additiona lly, the  prudent direct cos ts  of contracts  used for hedging sys tem fue l
and purchased power will be  recovered under the  PSA. The  a llowable  cos t components  include
the  following Fede ra l Ene rgy Regula tory Commiss ion ("FERC") accounts

501 Fuel (Steam)
518 Fue l (Nuclea r) le ss  ISFSI regula tory amortiza tion
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In a ddition, if APS  purcha se s  powe r unde r spe cific te rms  on be ha lf of a  s ta nda rd offe r spe cia l
contract customer, the  costs  of tha t power may be  directly assigned. In both cases, where  specific
power supply cos ts  a re  identified and directly ass igned to a  la rge  re turning cus tomer or s tandard
offe r s pe cia l contra ct cus tome r or group of cus tome rs , the s e  cos ts  will be  e xclude d from the
Adjus tor Ra te  ca lcula tions . Schedule  E-36 cus tomers  a re  directly a ss igned power supply cos ts
based on the  APS system incrementa l cost a t the  time the  customer is  consuming power from the
APS system so the ir power supply costs  a re  excluded from the  PSA.

Decis ion No. 66567 provides  APS the  ability to recover reasonable  and prudent costs  associa ted
with cus tomers  who have  le ft APS s tanda rd offe r se rvice , including specia l contract ra te s , for a
compe titive  ge ne ra tion s upplie r a nd the n re turn to s ta nda rd offe r s e rvice . For a dminis tra tive
purposes , cus tomers  who were  direct access  cus tomers  s ince  origina tion of se rvice  and reques t
s ta nda rd offe r se rvice  would be  cons ide re d to be  re turning cus tome rs . A dire ct a s s ignme nt or
s pe cia l a djus tme nt ma y be  a pplie d tha t re cognize s  the  cos t diffe re ntia l be twe e n the  powe r
purchases needed to accommodate  the  re turning customer and the  power supply cost component
of the  otherwise  applicable  s tandard offe r se rvice  ra te . This  process  is  described in the  Returning
Customer Direct Access  Charge  ra te  schedule  and a ssocia ted P lan for Adminis tra tion tiled with
the  Commiss ion.

Arizona Corporation Commission
Docket N0. E-01345A-05-0816

Additiona lly, broke r fe e s  re corde d in FERC a ccount 557 a re  a llowa ble  up to the  limit s e t in
Decis ion No. 69633.

The se  a ccounts  a re  subje ct to cha nge  if the  Fe de ra l Ene rgy Re gula tory Commiss ion a lte rs  its
accounting requirements  or de finitions .

•

•

•

b. Direc tlv As s ignable  Power Supplv Cos ts  Excluded

547 Fue l (Other Production)
555 Purchased Power
565 Whee ling (Transmiss ion of Electricity by Othe rs )
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